Internal Revenue Sarvice

District
Director

NS

Diear Sir or Madam:

Department of the Treasury
1100 Commerce St., Dallas, texas %242

Date: gy 3 9
Employacr ID Number:

Parson to Contact:

Telephone Number: -

"

Refer Reply To:

The information submitted :ndicates that you were incorporated on

dre organized:

. Your Articles of Inccrporation indicate that you

UL to promota and engage 1n activities for tha health, safety and

walfare of the re-

lants and

thereof recorded in Pla
the

property ownars of

according ro the map

t Record 18 and Map Number 9 of the Map Records in

; to own the

common areas (Raserves B, C and D as shown on . the records subdivision

plat of the

)i to construct, own, cperate

and maintain recreational facilities, grounds and other related
facilities in Reserves 8, C, and D a3 shown on the reccrds subdivigianp

plat of the

smprovement and maintenance of any and

T to provide for the
all common areas or facilities, if

any, for the benefit of the residents; to collect and administer a
maintenance fund to CArry out thasa purposes; und to enforce the

The Articles of Incorporation;
and Restrictions [dated

Conditions, and Restrictions {dated

includes every person or entity wn

covenants and restrictions affecting the use of land or property in

Bylaws; Decla-ation of Covenants, Conditiuns,

). and Amended Declaration of Covenants,
) state that membersh.p

0 is a racord ownar, whather one or more

persons or entitiesi of a fee simple title to Any lot which 1s part of

Your application indicates that you were orqani:ed Lo cake title and perform
maintenance for three parcels of land repressnting common area in the

subdivision. You wi!l also assess

let owners for amounts sufficient to

maintain the ~ommon areac :nd enforce ths dead vastiicrions.

Accord nq to the Declaratjon of Cove ants, Conditions, and Rastrictions, the
subdivision consists of lots and g commona arsas, The Amendsd Declsiaiion
or Covenants, Conditions and Restr
of Lots 4 through 14 renaming them

icticns replatted a portion of Lot 3 and all
Tracts I, I, III, IV, and V.




fou indicate that there are townhouse
. s on Lo
The remaining lots ase v OB kots

nd a partion of Lot

Lots QN
‘l! L= acant. The townhouses are owned by Windividuas
the remaining lots and tracts are ow H s qooals,
partnarship, ' ouned by 4 generai -
M\ has contributed :
elinquent taxes due on t ta4ted funds in the amount of

, P o pay
he common areas There are no - X

. plans tor a5ses3ne
ure to cover thegae axpansas, nant

There are no churches, schools st officas !
the ares sno, o hy.yoﬁ. : v €8s, or business estgbl

of the members in the fut

{shments with

Section 50l(c)(4) of the Internal Ravenue Code provides exemption for:

Organizations not orqanized for profit but operateq
2 promotion aof social walfare.., "

Section 1.501(c)(4)~1(a1(2)li) of the Income Tax Requlations provi.

"Civic Leaques or
exclusively for th

les that:
welfare if it is primarily engaged in promoti
good and general welfare of the people of the
embraced within th: - section is one which is o
purpose of bringin. .bout civic bettarment and

“An organiation iy cperated exclusively for the promuticn of social

ng in some way the common
community. An arganization

perated primar:ly for the
sacial improvements. "

Revenue Ruling 72-102, 1972-1 C.B. 149, describes an organization formed by a
developer to preserve the appearance of a housing development and to maintain
streets, sidewalks, and common areas for the use af the residents, which was
found to be exempt undar saction $01(c)(4) of the Intarnal Revanues Code {the
Code). The ritionale behind thig decision was that the organizations served
the common good and general welfare of the entire community because it owned
and maintiined certain non-residential, non-commercial properties of the type
normally owned and maintained by municipal govarnments. Administering and
enforcing covenants for preserving the architecture and appearance of g
housing developmeny was incidental te the cverriding public benefit,

Revenue Rulirg 74-99, 1974-1 C.B. 131, clarifies Revenue Ruling 72-102. This
ruling describes an organization that is formed by a commercial! real estate
developer as an inceqral part of a plan for the developmant of a subdivision.
Membership :n the asscciation is required of all puichasers of lots in the
developmen:, Membership is open only to the developer and those who purchase
lots. The c¢rganization is supported by periodic assessments of the members,
and unpaid assescments will result in a lien on the proparty of the
Gamegwnai -me har.  The stated purposes of the organization are to administer
and e:.'a:ca covenants for preserving tha architacturg and appearance of rhe
givin [2a: e-tate development, and to own and maintain common green areas,
streets, am sidewalks. The foregoing format is spelled out in written
documents wiitch form a part of, and are inextricably tied to, enforceable
contracts for the sale and purchase ot private property. In light of t?es?"
factors, the prima facie presumption was that organizations such as ;hefg gnae
assAntially and primarily formed and operatad for the individual business and
persenal bensfit of their members, and as such, did not qualifyv far axamption
undar section 50L{ec)t4) of the Code.




TR :

The ruling also stated that a “community" within the meaning of section .
501(c)(4) of tha Code and =&

sws requlations {s nat simply an aggregation of
hrmesunels bound together |

N a structured unit formed 48 an integral part of 4
plan for the development of a real estata gubdivision and the sals and
purchase of homas therain. The rul

ing indicated thar although an gxact
delineation of tha boundaries of a "community” i{s not poss‘bfb, the term as
usad -in saction 501(c)i4) has traditionally bean construed as having referance
Lo a geographical unit bearing a reasonably racognizable relationship to an
area o§dinarily identified as a governmental subdivision or a unit or districe
thearaof, .

In Assoclation v, U,5,, 84-2 yUste 9536, exempt status was
reingtated to g omeowners’ assocf{ation

, formed to enforce Protective covenants
1n a2 housing development. Thae Court determinad that the housing development
‘constituted an independant community and performed the functions of a
Jovernmental entity by providing

recreational facilities ang bringing ubau
civic and social lmprovemants for the community.

was a4 larqe, self-contained housing Aevelopment located just
north of The property eont2loaed 10 the development con isted o
6,100 acres., The himeuwnars' issociation consisted of 3,300 membe The
association oversaw thae qeverning of the property within the develn, sent by
entorcing covenants and setting up various boards, including a planning board,
park board, health b 'ed, library board, and recreation board. The
assoclation also fur... ghed pri

7ate security protection by way of <he QI
Patrol.

as a development cons:i:y ed an
hin the meaning of the statutae.

.
It wag a housing
in size and self-contained in erientatien. 1+ wag
not tha ordinary residential grouping of tract homes, but was an independer
‘ nity separated gqec taphically from the central area of the city of

of which

was a sub-part. It had it's own post office,
zip code, and public school district.

The Court determined that
indepandant community wit
levelopmant, sigrnificans

..

Based on the information presented, you do not meaet the requirements four
exemption as a social welfare organization described in section S0l(c){4) of
the Code. Unlike the organization described in Revenue Ruling 72-102, V
furthering the interests of the owners and developers of the property subjuce
to the ion and Amended Declaration 'ig your primary purpose. Also,
unlike Association, you do not constitute a community because
you are ther in a structured unit
formed a tegral part of a plan for the davelopment of'a‘rgal 2state
subdivision and the @ and purchase of homes in that ;ubdxvzsxon.‘ The Ffact
that vou have no sci S, post offices, churches or bus;nessfes;db11$§mean
within your area and bear no resemblance to an area ordinarily identifiec as a
governmental subdivision or a unit or district thereof support this
conclusion. »

As in Revenue Ruling 74-99, the devcloper has control of your association.

The developer has ail the votes for the unsold lots and theraby has contral of
the activities of the orqanization. You do not possess the chara;fe;xstxgs
outlined in the ruling as necessary ta overcome the private benefit issues.
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